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The International Bank for Reconstruction and Devel- 
opment has approved a loan in various currencies, equiv- 
alent to US$70 million, for projects to increase agricul- 
tural production, industrial output, and electric power 
service in southern Italy. The borrower is the Cassa per 
I] Mezzogiorno, a governmental agency which since 1950 
has been charged with the administration of a compre- 
hensive program to raise long depressed standards of 
living in that part of Italy lying south of Rome, including 
the islands of Sicily and Sardinia. The loan is for 20 
years, with interest at an annual rate of 454 per cent 
including the 1 per cent statutory commission charged by 
the Bank. The loan is guaranteed by the Government of 
Italy. 













































The Bank of America is participating in the loan, 
without the World Bank’s guarantee, to the extent of $5 
million. This amount represents the first five maturities, 
falling due semiannually from July 15, 1958 through 
July 15, 1960. 

This loan is the largest development loan that the 
World Bank has made in Europe. It has made two other 
loans in Italy, each in support of the Cassa program and 
each amounting to $10 million. 

























































International Tin Agreement 

A tabulation in the monthly bulletin Tin, published in 
London, shows that up to the present four producing 
countries (Belgian Congo, Bolivia, Malaya, and Nigeria) 
with 721 votes have voted for ratification of the Interna- 
tional Tin Agreement. A minimum of 900 votes by 
producing countries is required before the Agreement can 
enter into effect (see this News Survey, Vol. VII, p. 9). 
In addition, for the Agreement to become effective, rati- 
fication by at least nine consuming countries holding at 
least 333 votes is required. Up to the present, only seven 
consuming countries (Australia, Belgium, Canada, Den- 
mark, Ecuador, India, and the United Kingdom), with a 
total of 256 votes, have ratified the Agreement. 

It is believed that it will take some time before the Tin 
Council can commence operations since, even after the 
producing and consuming countries with the required 
total number of votes have ratified the Agreement, a 
clearly defined procedure will still have to be followed in 
constituting the Council. 

Source: American Metal Market, New York, N.Y., May 7, 
1955. 
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IBRD Loan fo Italy 


The new loan will help meet the cost of high priority 
projects selected by the Bank from a group of projects 
put forward by the Italian Government. About half the 
loan will be used for projects on the mainland, and about 
half for projects on the island of Sicily. The Cassa will 
spend the equivalent of $20 million to meet part of the 
cost of constructing works for irrigation on the Catania 
Plain, in eastern Sicily, and will relend $50 million for 
industry and power: $20 million will be lent to private 
companies to help finance the construction of new fac- 
tories, including five in Sicily and two on the mainland; 
and $30 million will be lent for seven power stations and 
a transmission line on the mainland. 

The total cost of the Catania irrigation project is esti- 
mated at 30,450 million lire ($48.7 million), of which the 
Bank loan will provide 12,500 million lire; and that of 
the seven industrial projects is estimated at 25,700 million 
lire ($44 million), of which the Bank loan will provide 
11,500 million lire. The allocation from the Bank loan 
to the electrical projects will amount to 18,750 million 
lire, or about 60 per cent of the cost of the projects. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
June 1, 1955. 


World Demand for Rubber 


A forecast by the U.S. Business and Defense Services 
Administration (BDSA) indicates that world needs for 
rubber are rising faster than the rate of natural rubber 
output ia the Far East. As a consequence, a large oppor- 
tunity exists for U.S. producers of synthetic rubber to 
increase their output. It is estimated that total world 
rubber requirements are rising 4 per cent per year, while 
the expected annual increase in natural rubber output is 
According to the BDSA statement, 
the rate of new rubber plantings in the Far East is inade- 


only about 1 per cent. 


quate and, even if large-scale plantings should be carried 
out, there would be no effect on world supply for seven 
years—the required interval between planting and matu- 
Meanwhile, the U.S. 


chemical industry is expected to invest $1.1 billion in 


rity and harvesting of rubber trees. 


1955 for new facilities, the highest rate of capital invest- 


ment for any U.S. industry with the exception of petro- 


leum. 


Source: 


1955. 


The Wall Street Journal, New York, N.Y., June 1, 
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Europe 


Sterling Exchange Rates 


The sterling exchange rate rose sharply on May 27, 
following news of the U.K. Government’s re-election, but 
there was a marked reaction in later dealings and rates 
closed only slightly above the opening rates. The U.S. 
dollar was quoted 1% cent better, at $2.79%,, when the 
London market closed; the rate against Dutch guilders 
closed only *4 cent higher, at f. 10.62%, and other Euro- 
pean currencies were well below the highest rate for the 
day. It is believed that news of the strike affecting the 
U.K. docks and railroads kept the demand for sterling 
below the expected level. 


Source: The Financial Times, London, England, May 28, 
1955. 


Report of French Committee on Import Liberalization 


The first reports of the committee established in 
France to survey the problems raised by the liberalization 
of imports from OEEC countries, which was set up in 
early 1955 (see this News Survey, Vol. VII, p. 222), deal 
with only four sectors (fertilizers, machine tools, artificial 
textiles, paper and paper products) of the eight which 
had originally been selected. The remaining four reports 
—on farm machinery, tractors, cotton, motor vehicles— 
are to be completed before the end of June. 

For paper and paper products, the import of which 
from the OEEC area had been liberalized in January 1955, 
the committee suggests the reduction of the temporary 
import tax from 15 per cent to 7 per cent. For some 
categories of artificial textiles (e.g., rayon threads), it 
suggests a rapid liberalization. For fertilizers, it proposes 
import liberalization of nitrates as from October 1, 1955 
and that of phosphates as from January 1, 1956; for both, 
the committee suggests levying a 15 per cent temporary 
import tax after liberalization. The committee states that 
internal reforms are needed in this sector, and it recom- 
mends, in particular, changes in transportation tariffs for 
fertilizers. With regard to machine tools, liberalization 
as from various dates in 1955 is recommended, with the 
establishment of a 15 per cent temporary import tax. The 
report also suggests that measures be taken to encourage 
the merging of small firms in this sector. 


Source: Le Monde, Paris, France, May 15, 1955. 


Danish Rediscount Rate 


The Danish National Bank, which has maintained a 
rediscount rate 14 of 1 per cent below the official discount 
rate of 54% per cent, announced on May 25 that this 
practice would be discontinued. The rediscount rate has 
been used for trade bills. This change, however, is not 
expected to have much practical effect. Outstanding 
rediscounts this year have fallen from DKr 69 million to 
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DKr 39 million, which is only a small proportion of total 
transactions in trade bills. The abolition of the redis- 
count rate affects only trade bills, since building loans and 
export credits are rediscounted at 14 of 1 per cent above 
the discount rate. 

The chairman of the association of the provincial banks 
has advocated strongly that the National Bank ease the 
liquidity difficulties of the provincial banks. Both the 
Minister of Trade, Mrs. Lis Groes, and the Governor of 
the National Bank, Mr. Svend Nielsen, have rejected this 
proposal, because the corrective measures taken earlier 
this year (see this News Survey, Vol. VII, p. 295) have 
had little effect so far. Economic activity is continuing to 
rise, and this has had certain inflationary effects; the 
drain on foreign exchange reserves has not yet ceased, 
although the rate of decrease has fallen. The Govern- 
ment continues to increase its overdraft in the National 
Bank. Under these circumstances, the officials believe 
that it is the duty of the private banks to limit, and not 
to extend, their credits. 


Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, May 28, 1955. 


Measures fo Increase Savings in Norway 


The Norwegian Government has introduced a bill to 
abolish the present special tax on interest on bank de- 
posits. Under this bill, interest on deposits would be taxed 
according to the rules for ordinary income and property. 
However, deposits under NKr 5,000 would be exempt 
from property tax, and interest earnings under NKr 200 
would be exempt from income tax. 

Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, May 27 and 28, 1955. 


Titanium in Norway 


According to Norwegian scientists, Norway has great 
opportunities for producing titanium, the new but stra- 
tegically important metal. There is reason to believe 
that Norway has the largest titanous iron ore fields in 
Europe. Thus far, between 70 and 80 such fields have 
been registered, the richest one in Vesteralen in North 
Norway. The titanous iron ore holds magnetite and 
ilmenite in different degrees. One company is now pro- 
ducing about 150,000 tons of ilmenite concentrate an- 
nually. 


Source: Norges Handels og Sjfartstidende, Oslo, Nor- 
way, May 26, 1955. 


Swedish Corporation Taxation 


New rules for corporation taxation have been approved 
by the Swedish Riksdag. The former liberal rules for 
tax-free amortization have been curtailed. On machinery, 
for example, amortization may amount to 30 per cent per 
year, calculated on the total of the bookkeeping value of 
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the machinery at the beginning of the year and purchasing 
costs during the year. In the evaluation of stocks, cor- 
porations must prepare complete inventories showing 
purchase value or replacement value of the stocks; the 
permitted write-off is 60 per cent in most cases. Deduc- 
tions for investment funds are to be permitted only on 
the condition that 40 per cent of the amount deducted 
is deposited in a special account with the Sveriges Riks- 
bank. After five years, 30 per cent of the investment 
funds may be disposed of freely. Tax-free contributions 
to retirement funds have also been curtailed: so-called 
family companies are not allowed tax deductions for 
amounts set aside for retirement funds for the main 
shareholders. 

The Riksdag has also approved a proposal for raising 
the tax on corporations from 40 per cent to 45 per cent 
for 1956, and to 50 per cent for 1957. 

Sources: Svenska Dagbladet, Stockholm, Sweden, May 20 
and 27, 1955. 


Nationalization of Swedish lron Mines 
The Swedish Riksdag has passed a bill that will make 


the State the sole owner of the iron mines in Lapland as 
of September 30, 1957. These mines, which account for 
three quarters of Sweden’s total iron ore production, are 
at present administered by a company in which the State 
owns half the share capital, the other half being held by 
a private mining and transport company. Profits have 
been divided according to special rules whereby the State 
received about 60 per cent and the mining company about 
40 per cent. The State has been entitled every ten years 
as from 1947 to buy the shares belonging to the mining 
company. It did not exercise this right in 1947, owing 
mainly to the high cost involved (about SKr 400 mil- 
lion). Last year the Government proposed certain changes 
in the agreement with the private mining company, 
whereby the State would take over active management of 
the mines. Since no agreement was reached, the State 
decided to exercise its right to buy the shares belonging 
to the mining company. The purchase price is estimated 
at SKr 880-925 million, and the payment will be in cash 
either during 1958 or over a five- or ten-year period. 
Sources: Svenska Handelsbanken, /ndex, Stockholm, 
Sweden, April 1955; Norges Handels og Sj¢fart- 
stidende, Oslo, Norway, May 26, 1955. 


Spanish Foreign Trade in 1954 


Preliminary reports show that Spain’s exports declined 
to US$464 million in 1954, from $479 million in 1953, 
and that imports rose to $614 million, from $596 million. 
The trade deficit therefore increased from $117 million 
in 1953 to $150 million in 1954. Whereas in 1953 the 
main suppliers had been, in order of importance, the 
sterling area ($94 million), the franc area ($82 million), 
the United States ($72 million), and Germany ($70 mil- 
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lion), in 1954 the United States was first ($113 million), 
followed by the sterling area ($83 million), Germany 
($69 million), and the franc area ($68 million). 

In both 1953 and 1954, the sterling area was the larg- 
est purchaser of goods from Spain ($92 million in 1954 
against $90 million in 1953); next in importance were 
Germany ($51 million against $63 million), the United 
States ($48 million against $51 million), and the franc 
area ($35 million against $46 million). 

Source: Spanish Economic News Service, Madrid, Spain, 
May 24, 1955. 


U.S. Aid to Spain 


Under the terms of an agreement with Spain, the U.S. 
Government will deliver to Spain farm surpluses valued 
at US$21 million, including cotton and cottonseed oil, 
corn, and tobacco. Half of the peseta equivalent of this 
sum will be used to cover U.S. expenses in Spanish terri- 
tory, while the other half will assume the form of a 40- 
year loan. 

In addition, negotiations for two loans of $20 million 
and $10.5 million, to purchase U.S. farm surpluses, will 
be undertaken shortly, with the Export-Import Bank of 
Washington acting as agent of the Foreign Operations 
Administration. These two loans will bear interest of 
3 per cent; and interest payments on a half-yearly basis 
will begin on June 30, 1958. Repayment of principal in 
half-yearly installments will start on December 31, 1958. 
Source: Banco Central, Boletin Informativo, Madrid, 

Spain, April 1955. 


Italian Purchases of U.S. Agricultural Surpluses 


Under an agreement to purchase surplus commodities 
from the United States, with payment to be made in 
Italian lire, Italy has contracted for shipments of about 
200,000 bales of cotton ($37 million), 135,000 metric 
tons of wheat ($9 million), and about 4.2 million pounds 
of tobacco ($3 million). The commodities are to be 
handled through private trade channels and sold at mar- 
ket prices, and at least half the goods are to be carried 
on U.S. ships if they are available. When shipments are 
made in U.S. ships, freight charges to the equivalent of 
about $1 million will be met in lire. 

From the total of lire funds thus made available to 
the U.S. Government, an amount equivalent to $20 mil- 
lion is to be set aside for the procurement in Italy of 
goods and services for U.S. aid programs in other coun- 
tries, for the purchase in Italy of strategic materials, and 
for meeting administrative expenses incurred in Italy by 
the U.S. Government. The remaining funds in lire ($30 
million) are to be loaned to the Italian Government for 
10 years, and will be used to promote development proj- 
ects in Italy that may be decided between the two Gov- 
ernments. 


Source: 24 Ore, Milan, Italy, May 24, 1955. 
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Greek Views on Convertibility 


In his Annual Report for 1954, Professor X. Zolotas, 
Governor of the Bank of Greece, stated that two major 
factors characterized world economic developments dur- 
ing the year. The first was the ability of the U.S. economy 
to recover from the recession of the second half of 1953 
and early 1954. The second was that West European 
countries were able to attain higher levels of production, 
employment, and consumption in an environment of re- 
laxed direct economic controls, both internal and external. 


Liberalization of imports from the dollar area and, in 
general, relaxation of exchange restrictions were sub- 
stantial in many West European countries and had 
brought encouraging results. There was a tendency to 
adopt measures and policies leading in essence toward 
convertibility of European currencies into U.S. dollars. 
In this respect, the Greek position is peculiar because 
Greek payments difficulties in relation to European coun- 
tries are greater than in relation to the dollar area. How- 
ever, Greek views on convertibility cannot differ from 
those of other, particularly weak, European countries. 


The Governor stressed that, although introduction of 
convertibility of currencies is generally regarded as a 
progressive step, it is true that, in the absence of neces- 
sary safeguards or policies able to make the measure 
permanent, the dangers of failure and retrogression would 
be great. Of course, an automatic convertibility similar 
to that known in the era of the gold standard, namely, 
with all the mechanism of corrective effects on the econ- 
omy, should be precluded. However, a planned converti- 
bility consistent with high employment in_ industrial 
countries and execution of programs for rapid develop- 
ment in the less economically developed countries is a 
possibility compatible with the circumstances and expec- 
tations of our times. 


Source: Bank of Greece, Report of the Governor for the 
Year 1954, Athens. Greece, 1955. 


Exchange Measures in Greece 


The scope of the exchange measures introduced in 
Greece after the devaluation of 1953, .to smooth the 
adjustment of the economy to the new rate of exchange, 
was recently narrowed further. By a decision of the 
Greek Government, exports of olive oil with an acidity 
up to 2.5 per cent, packed in cans containing up to 5 kilo- 
grams, are exempt from any exchange tax. Therefore the 
only exchange practices still in effect appear to be those 
relating to exports and imports of cotton (which are 
scheduled to be abolished in September) and the export 
of olive oil with an acidity above 2.5 per cent. These 
practices produce effective exchange rates of 28 drachmas 
(compared with the official rate of 30) per U.S. dollar 
for cotton exports and imports, and 27 drachmas for 
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exports of olive oil with an acidity above 2.5 per cent. 
(See also this News Survey, Vol. VII, p. 279.) 


Source: Naftemboriki, Athens, Greece, May 26, 1955. 


West German Exchange Control Regulations 


The Bank deutscher Lander has announced that it has 
extended the permission given to foreign trade banks to 
buy and sell foreign notes and coins and other means of 
payment for traveling purposes to all banks and financial 
institutions in Western Germany. From now on, all West 
German banks will be allowed to buy on their own ac- 
count foreign notes and coins, to keep them in a foreign 
exchange fund, to exchange them for other currencies, 
and to sell them to tourists. All banks are now allowed to 
buy on their own account checks, travelers’ checks, 
UNESCO travel coupons, other means of payment ex- 
pressed in foreign currencies, and such means of payment 
in deutsche marks as DM travelers’ checks sold abroad 
and checks drawn on foreign-owned DM accounts with 
West German banks. They may also sell checks in 
deutsche marks or foreign currencies drawn by West 
German foreign trade banks on foreign banks. 


Source: The Journal of Commerce, New York, N.Y.., 
May 19, 1955. 


German Open-Market Policy 


An agreement enabling the Bank deutscher Linder to 
intervene at any time on the money market in order to 
absorb surplus credit and to soften fluctuations in rates 
has been approved by the West German Central Banking 
Council. The agreement—drawn up between the Bank 
and the Finance Ministry—would allow the Bank to ex- 
change up to DM 2,000 million worth of its equalization 
claims against the Government into Treasury bills, whose 
running period would be up to two years, with which it 
would be able to pursue open-market operations. 
Source: The Journal of Commerce, New York, N.Y., 

May 19, 1955. 


Ceiling for Banknote Circulation in Western Germany 


The Bank deutscher Lander has raised the ceiling for 
banknote circulation from DM 13 billion to DM 14 bil- 
lion. The increase is mainly a precautionary measure, 
since on April 30 the circuiation was still below the exist- 
ing ceiling. It is expected, however, that the upward trend 
in industrial production and turnover will lead to greater 
currency requirements. The last increase, from DM 12 
billion to DM 13 billion, was on March 25, 1954. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, May 13, 1955. 


Yugoslav-Turkish Trade Agreement 


An economic agreement has been signed by Yugoslavia 
and Turkey, under which Turkey has undertaken to 
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supply to Yugoslavia for the next five years, and Yugo- 
slavia has undertaken to purchase from Turkey, an annual 
quantity of at least 100,000 tons of wheat, and also 4,000 
tons of cotton. A swing credit of $6 million is provided 
in the agreement. 


Source: Borba, Belgrade, Yugoslavia, May 9, 1955. 


Middle East 
Cotton in Egypt 


The third and final estimate of Egypt’s 1954-55 cotton 
crop, published by the Ministry of Agriculture, indicates a 
crop of 7.7 million kantars, compared with the second 
estimate of 7.2 million kantars for the present season, 
and the final estimate of 7.1 million kantars for the 
1953-54 crop. Of the 1954-55 crop, 2.6 million kantars 
were long staple (over 1% inches), 2.0 million kantars 
were long medium (over 114 inches), and 3.0 million 
kantars were medium staple (over 11 inches). Scarto 
was estimated at 179,000 kantars. (1 kantar = 99.05 

-pounds. ) 


Cotton exports from the beginning of the season (Sep- 
tember 1, 1954) until May 4, 1955 amounted to 3.5 mil- 
lion kantars, compared with 5.2 million kantars for the 
like period in the previous season. Domestic consumption 
was 1.2 million kantars during the same period of each 
season. Thus, total disposal of cotton was 4.7 million 
kantars this season, compared with 6.4 million kantars 
last season. When the carry-over at the beginning of the 
season is taken into account, cotton supplies appear to 
have risen to 4.7 million kantars on May 4, 1955, from 
4.1 million kantars on May 4, 1954. 

For the period September 1, 1954-May 4, 1955, France 
continued to be Egypt’s best customer, taking 473,000 
kantars; next in order were India (413,000 kantars), 
Italy (291,000 kantars), Western Germany (276,000 
kantars), the United Kingdom (237,000 kantars), Japan 
(230,000 kantars), the U.S.S.R. (223,000 kantars), and 
the United States (209,000 kantars). 

Sources: Al Ahram, Cairo, Egypt, May 3, 8, and 10, 
1955. 


Foreign Private Investment in Jordan 


Two Royal decrees have been issued directing that two 
new laws to encourage investment of private foreign 
capital in industrial enterprise in Jordan be published 
and become effective within a month. The first of these 
laws, “law for the encouragement of foreign capital 
investment,” provides statutory assurance that profits 
from approved foreign investment may be remitted 
regularly in the currency in which the original invest- 
ment is registered. No limit is imposed on such transfers 
except that the annual amount should be established by 
accepted accounting procedures. Foreign employees, sim- 
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ilarly, may transfer their earnings over and above the 
local expenditures required. The repatriation of invested 
capital will be permitted after one year, with transfer 
in four equal annual installments in the same foreign 
exchange as the original investment. The Government is 
authorized to approve even more liberal provisions upon 
application by interested parties. 

A special Committee is to pass on individual invest- 
ment proposals. To be eligible, proposed enterprises 
should be generally beneficial to the national economy of 
Jordan, and should not compete unfairly with existing 
enterprises or be contrary to public policy. 


No legislative limit is placed on the share in a given 
enterprise that may be held by foreigners, but the Com- 
mittee shall establish a ratio of foreign to local capital 
for a given enterprise at the time that the proposed project 
is approved. In general, foreign investment enterprises 
are allowed the same privileges and treatment as domestic 
business. 


The second law, “a law for the encouragement and 
guidance of industry,” applies to both foreign and 
domestic investment. It offers such incentives as tax relief 
and relief from customs duties to industries classified as 
essential to Jordan’s development. Although a list of 
specific industries singled out for such treatment exists, 
others may be included upon application to the Council of 
Ministers and recommendation by the Committee referred 
to above. To benefit under the law, the capital value of 
machinery must not be less than JD 2,000 (US$5,600) 
unless specifically approved. Existing industries may 
apply for benefits under the provisions of this law. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 23, 1955. 


Transfers of Profits from Israel 
During the three years ended March 31, 1955, $4.5 


million of profits of foreign investors in Israel was trans- 
ferred abroad. About $2 million was transferred during 
the last fiscal year out of $3 million approved for transfer; 
the rest was reinvested in Israel. For the current fiscal 
year ending March 31, 1956, $3.3 million has been 
allocated for transfer of profits from foreign investments. 
Source: Israel Office of Information, Israel Digest, New 
York, N. Y., May 20, 1955. 


U.S. Guarantee of Investment in Pakistan 
The U.S. Foreign Operations Administration (FOA) 


and Pakistan have signed an agreement guaranteeing 
private U.S. investment in that country against risk of 
losses from currency inconvertibility and expropriation. 
Investments do not have to be in cash but may be in 
materials and equipment, patents, processes and _ tech- 
niques, and services. It is expected that U.S. technical and 
managerial skills, as well as capital, will flow into Fakis- 
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tan under the new guarantee program. Pakistan is the 
twenty-fifth country to participate in the FOA program 
which began in 1948 (see this News Survey, Vol. VII, 
p. 249). 

Pakistan has taken a number of measures to encour- 
age investment of private foreign capital. These measures 
include guarantees covering repatriation of invested capi- 
tal, permission for 60 per cent participation by foreign 
capital in enterprises other than public utilities, and 
provision for equitable compensation in the event of 
nationalization of industries (see this News Survey, 
Vol. VII, p. 176). 

Source: The Journal of Commerce, New York, N. Y., 
May 27, 1955. 


Far East 


India's Export Promotion Program 


Addressing a meeting of the Export Advisory Council 
on May 22, the Minister for Commerce and Industry 
said that India is determined to pursue a policy of 
expanding exports with a view to augmenting her foreign 
exchange resources. He said that no effort or money would 
be spared, and that the Government would consider 
sending more nonofficial delegations to countries where 
there is any scope for the sale of Indian products. Earlier, 
the Council was advised that there is considerable scope 
for expansion of India’s export trade in the Middle East 
and in Southeast Asia. 


Referring to the problem of shipping difficulties, the 
Minister said that foreign shipping interests have a 
strangle hold on India’s foreign trade, and that a national 
shipping policy is necessary for the development of 
India’s export trade. There are occasions, he alleged, when 
Indian exporters cannot obtain space for as long as two 
months. This situation must be remedied. The Minister 
agreed that the demand for special treatment of exports 
in regard to freight rates deserves consideration. The 
question is one of rationalization of freight charges, and 
India’s export trade will not develop sufficiently unless 
India has a freight policy in regard to exports. 

Source: Embassy of India, I/ndiagram, Washington, 
D. C.. May 24, 1955. 


Tea Export Subsidy in Ceylon 


An export subsidy scheme to help prevent tea prices 
from falling below Rs 1.50 (US$0.32) per pound was put 
into operation at the Colombo tea auctions as of May 23. 
Under the scheme all teas which are catalogued and sold 
at auction as first-hand tea at a price below Rs 1.50 per 
pound will receive as a subsidy the difference between 
Rs 1.50 and the price realized, the maximum subsidy to 
he 50 Ceylon cerits. If any tea remains unsold at auction 
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owing to lack of bids and not because of withdrawals, the 
Tea Controller will buy such teas at his discretion and 
valuation. The Government’s purchases at the last three 
weekly auctions in Colombo were 133,000 pounds on 
May 3, 240,000 pounds on May 10, and 70,000 pounds 
on May 17. The present export duty of Rs 1 per pound 
on tea will not be reduced. 


Sources: The Times, May 19, 1955, and The Financial 
Times, May 19 and 20, 1955, London, England. 


Thailand's Re-Export Trade 
The Ministry of Economic Affairs of Thailand has been 


considering proposals from Thai and foreign merchants 
to permit re-export trade. According to the Ministry, 
when a merchant applies for a permit to re-export, the 
Ministry will take into consideration the types of goods 
to be re-exported, the amount of foreign exchange used to 
import them, and the amount of exchange the merchant 
will get as a result of re-export. The Ministry will also 
take care that goods for which a permit to re-export 
is sought are not in short supply in Thailand and that 
Thailand does not lose exchange as a result of the trans- 
action. Each application to re-export will be studied in- 
dividually, and there will be no general lifting of the 
ban on re-exports. 


Source: The Bangkok Post, Bangkok, Thailand, March 2, 
1955. 


Revision of Exchange Rates for Thai Tax Purposes 


The exchange rates for assessing the tax on foreign 
exchange income have been raised by the Ministry of 
Finance of Thailand, the rate for sterling being raised 
from 45 baht to 56 baht, and that for the U.S. dollar 
from 16 baht to 20 baht. Rates for other foreign cur- 
rencies will be calculated on the rate for sterling. These 
rates, however, are not applied for the assessment of 
import duties, since separate rates for such purpose are 
announced from time to time by the Customs Depart- 
ment. 


Source: The Bangkok Post. Bangkok, Thailand, March 2, 
1955. 


Ceiling on Korean Bank Loans 


The Korean Monetary Board has raised the ceiling on 
the amount of loans that may be extended by local finan- 
cial institutions from 34 billion to 60 billion hwan. The 
new ceiling, which is to be applicable for a one-year 
period ending March 1956, is designed to meet the in- 
creasing need for loans for various economic reconstruc- 
tion projects, agriculture, and general commercial and 
industrial activities. 

Source: The Korean Republic, Seoul, Korea, May 7, 
1955. 
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Export-Import Bank of Japan 


Progress in promoting the export of plant and equip- 
ment has been made by the Export-Import Bank of 
Japan, a government bank. According to a recent bank 
report, loans amounting to ¥ 75.9 billion have been 
approved since the bank was established in December 
1950; of this total ¥ 74.9 billion was for export finan- 
cing, ¥ 0.9 billion for financing overseas investment, and 
less than ¥ 0.1 billion for import financing. 

Ships accounted for ¥ 39.4 billion, or 52 per cent of 
the total of export financing, textile machinery for ¥ 13.2 
billion, rolling stock for ¥ 10.2 billion, iron and steel prod- 
ucts for ¥ 4.8 billion, electrical machinery for ¥ 2.9 bil- 
lion, and communications machinery for ¥ 0.3 billion. 
The distribution to the principal regions was as follows: 
Southeast Asia ( ¥ 23.3 billion), Central and South Amer- 
ica (¥ 17.5 billion), Africa ( ¥ 15.7 billion), the Far East 
(¥ 7.6 billion), Europe (¥ 4.9 billion), North America 
(¥ 3.3 billion), and the Middle East ( ¥ 2.3 billion). 


In investment financing, ¥ 0.6 billion was approved for 
the purchase of shares of a joint weaving-machinery 
manufacturing company in Mexico. Other investments 
were ¥ 0.2 billion in mining companies in Hong Kong 
and Thailand, and ¥ 0.1 billion was divided between a 
timber company in Okinawa, a fishery company in Burma, 
a spinning and weaving company in Taiwan, and fountain 
pen companies in India and Brazil. Less than ¥ 0.1 
billion was advanced for the import of scrap iron from 
Okinawa. 

According to the proposed 1955-56 budget, ¥ 40.8 
billion will be provided for Export-Import Bank loans. 
in contrast to ¥ 22.2 billion in the previous fiscal year. 
Sources: Ministry of Finance, Proposed Budget 1955-56, 

April 1955, and Bank of Tokyo, Weekly Review 


of Economic Affairs in Japan, May 14, 1955, 
Tokyo, Japan. 


Indonesia's Five-Year Development Program 


Dr. Djuanda, Director of Indonesia’s State Planning 
Bureau, has announced that a five-year economic develop- 
ment program, involving a total expenditure of Rp 11.4 
billion (US$1 billion) at the rate of about Rp 2.8 billion 
per year, has been submitted to the Government. It is 
expected that certain projects outlined in the program 
will be started in 1956. About 12 per cent of the outlay 
budgeted under this program is to be devoted to the 
development of agriculture, the transfer of excess popula- 
tion from overcrowded areas to sparsely populated areas, 
and other projects for social improvements; 25 per cent 
will go toward the improvement of transport and com- 
munications; 25 per cent for irrigation and multipurpose 
projects; 25 per cent for industry and mining; and the 
remaining 13 per cent for such purposes as education 
and health. A part of the planned expenditures will be 








met from foreign grants and loans; most of the remainder 
is to be charged to the state budgets (including the 
national government and the local government budgets). 

The most important of the projects to be initiated in the 
first year of the five-year program are the Asahan River 
Valley (in Sumatra) and the Tjitaraum power projects 
and the steel manufacturing project in south Sumatra. 
The industrial plan provides high priorities for the textile 
and other vital industries, but without checking the de- 
velopment of other industries. Generally speaking, among 
the projected industries the basic ones are to be controlled 
and managed by the national Government, and the rest, 
such as the paper, glassware, and cement industries, by 
the local Governments. The principal aim of the indus- 
trial plan is to develop industries that will utilize, as far 
as possible, domestic raw materials, expand employment 
opportunities, and reduce foreign exchange expenditures 
that are currently required in order to import essential 


goods. (For the agricultural development plan, see this 
Vews Survey, Vol. VII, p. 162.) 


Source: Embassy of Indonesia, Report on Indonesia, 


Washington, D. C., May 1955. 


Philippine-West German Trade Agreement Proposal 


A protocol has been signed between representatives of 
the Philippines and of Western Germany recommending 
that their Governments conclude a formal trade agree- 
ment providing for annual trade in each direction equiva- 
lent to approximately US$25 million. The Philippines 
would import increased quantities of machinery and 
finished or semimanufactured iron and steel products. 
Western Germany would import larger quantities of copra 
and abaca, which are the main Philippine exports to 
that country. Germany has reportedly agreed to import 
$20 million worth of copra each year, one fourth of that 
amount to be purchased immediately. Payments under the 
trade agreement would be in U. S. dollars. The proposed 
agreement also provides for direct trade between the two 
countries, as far as possible, instead of the present tri- 
angular arrangements involving third countries, princi- 
pally the United Kingdom and the Netherlands. 

German exports to the Philippines increased from $3.8 
million in 1952 to $19.9 million in 1954, while German 
imports from the Philippines in that period increased 
from $3.6 million to $9.2 million. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 23, 1955. 


United States and Canada 
U.S. Bankers’ Acceptance Financing 


The growing use of bankers’ acceptances in the United 
States may play an important part in rebuilding inter- 
national money markets, During the past year, there 
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has been some revival of the international movement of 
funds in response to financial incentives. With continued 
progress toward convertibility abroad, further develop- 
ment along these lines may be expected, and bankers’ 
acceptances can exercise an important role in the process. 
Outstanding acceptances rose 50 per cent in 1954, and 
they currently exceed $750 million. Recognizing the 
growing importance of these acceptances, the Federal 
Reserve Bank of New York, at the direction of the Open 
Market Committee, purchased $11 million worth during 
the first week of April. The purchase was made to en- 
courage the development of a broader and more active 
acceptances market. Future Federal Reserve purchases 
will continue to be modest and will vary in some relation 
to credit policy and seasonal swings in total acceptances 
outstanding. Federal Reserve participation in the market 
for its own account is not intended to interfere with 
established market relationships or to determine market 
rates. All transactions have been made with established 
dealers at prevailing market discount rates. 


of the Federal Reserve 


System, Federal Reserve Bulletin, Washington. 


D. C.. May 1955. 


Source: Board of Governors 


Canadian Employment Situation 


The decline in unemployment in Canada in April was 
greater than seasonal, partly as a result of favorable 
weather conditions. Persons without jobs and seeking 
work fell from a postwar high of 401,000 in mid-March 
to 327.000 in mid-April, a decline of 18 per cent; this 
compares with an average drop of less than 5 per cent 
in the same period during the two preceding years. After 
allowance for a simultaneous increase in the size of the 
civilian labor force, the number of persons employed 
rose by 124,000 during the month, to 5,123,000. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 


Ottawa, Canada, May 24, 1955. 


Canadian Motor Vehicle Sales 


Sales of new motor vehicles in Canada during the first 
quarter of 1955 amounted to 83,000, 15 per cent less than 
in the first quarter of 1954. The rate of decline increased 
progressively, from 7.6 per cent in January to 20.7 per 
cent in March. Passenger car sales were about 10 per 
cent less than in 1954, but commercial vehicle sales fell 
by almost one third. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, May 12, 1955. 


Latin America 


Simplification of Colombian Exchange System 


By Decree No. 1472 of May 13, 1955, Colombia 
established a wider free foreign exchange market. Foreign 


exchange arising from foreign investment, domestic capi- 
tal deposited abroad, export commissions, tourists’ dol- 
lars, transportation tickets, and freight charges, as well 
as other services rendered and payable in foreign coun- 
tries, does not have to be registered with the Bank of the 
Republic, and negotiations in the free market are auth- 
orized. Dollars received from exports of any product 
except coffee, bananas, hides and leather, oil, and plati- 
num may also be sold in the free market. These pro- 
visions represent a unification of the free exchange 
markets outside the official market (export voucher, gold 
export proceeds, and the curb market). 


The structure of the official exchange system will be 
maintained, since the larger part of trade will still be 
handled at the official exchange rate of 2.50 pesos per U.S. 
dollar. The sources from which official dollar exchange is 
received provide 95 per cent of Colombia’s dollar receipts. 


Exchange proceeds from the new unified market may 
be used to pay for imports classified in Categories 2, 3, 
and 4. 


Source: Revista del Banco de la Republica, Bogota, Co- 
lombia, May 20, 1955. 


Extension of Bolivian Tin Contracts 


In anticipation of the continued operation of the Texas 
City tin smelter through June 30, 1956, it is reported that 
the U.S. Federal Facilities Corporation has arranged for 
a three-month extension of the Bolivian and Indonesian 
tin contracts which expired at the end of March 1955. 
The quantities to be received will be in proportion to the 
monthly tonnages specified in the original contracts. 


The contract between Bolivia and the United States for 
tin in concentrates covered 12,000 tons (see this News 
Survey, Vol. VII, p. 23), whereas the contract with the 
two Indonesian producers was for 8,000 tons annually. 
It is believed that with Indonesia the three-month exten- 
sion will apply to tin in concentrates only, and not to 
tin metal. 


Source: American Metal Market, New York, N. Y., 
May 6, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
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